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PROBLEMS OF EMPLOYMENT 


BY PER JACOBSSON 


Once again the question of unemployment is 
beginning to be discussed in a number of 
countries. A slackening in the intensity of demand 
in some branches of the economy — this time 
primarily the textile trade — with the consequence 
that certain factories have had to reduce their 
working week and, in a number of instances, to 
dismiss some of their workers, has been sufficient 
to arouse fears that a new recession may be in the 
offing and may foreshadow a general depression. 
Evidently the world has become acutely employ- 
ment-minded, chiefly as a result of the long- 
drawn-out distress of the 1930s: it is beyond all 
doubt that in the future no economic system will 
be considered satisfactory that does not succeed 
in providing a fairly high level of employment. 
And it is right that people should have strong 
views on this point. For one thing, the political 
power of the broad masses of society is now so 
considerable that their interest in this matter can- 
not possibly be neglected. It is important that 
some principles of action commanding general 
recognition should be established in this field. 
On the one hand, more and more entrepreneurs 
are realising that the future of free enterprise 
will not be secure unless a tolerable solution 
can be found for the problem of employment. 
On the other hand, labour circles in many 
countries seem to be losing much of their belief 
in the advantages of nationalisation and are be- 
coming increasingly willing to accept, in its es- 
sence, the western type of free economy instead 
of a more centrally-planned totalitarian system, 
provided that the free economy is able to satisfy 
certain minimum requirements of social progress, 
including comparative freedom from unemploy- 
ment. But it is obvious that those minimum con- 
ditions will not be fulfilled without deliberate 
effort. Nearly eighty years ago, the great author- 
ity on the London money market, the author of 
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“Lombard Street” (published 1873), stated that 
“money will not manage itself’? and showed him- 
self fully alive to the fact that an active credit 
policy is indispensable. Other forms of inter- 
vention are also possible and necessary; but, if 
the desired results are to be achieved, it remains 
an ineluctable condition for success that the 
chosen form of intervention shall not throw the 
general mechanism of the free economy out of 
working order. 

It is by no means easy to discover just what 
measures will help to provide a fair and steady 
level of employment without upsetting the mech- 
anism of the free economy. Much thought has 
already been devoted to this problem and more is 
needed. In a brief article, it is not possible to give 
more than some general indications, based, in the 
main, on past experience. 

The connection which exists between the degree 
of employment and the proper working of the 
mechanism of a free economy can be illustrated 
by referring to the state of “over-full employ- 
ment’ which has been characteristic of business 
conditions in so many countries since the second 
world war. Even those who most strongly stress 
the duty of governments to combat the evil of 
unemployment are compelled to admit that there 
is always likely to be a certain proportion of the 
labour force temporarily or otherwise out of em- 
ployment. In his famous report of 1944, Beveridge 
put this proportion at 3 per cent. of the total 
number of workers in Great Britain. (In this 
connection it is well to remember that unemploy- 
ment statistics are far from comparable as_be- 
tween different countries. Sometimes the statistics 
relate only to workers who are members of labour 
unions; sometimes agricultural workers are in- 
cluded and sometimes not; moreover, the prompt- 
ness with which workers register as unemployed 
will very much depend upon the benefits which 
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they can expect to receive.) In the United States, 
the number of unemployed in 1948 — a boom 
year for business — was, on an average, 2,1 
million, or 3,4 per cent. of the total civilian labour 
force. 

One of the reasons why there is generally a 
residue of unemployed persons is that workers 
who are moving from one job to another often 
count as unemployed during the transition, An- 
other reason is that a certain number of persons 
who are registered as belonging to the working 
population are, for reasons of illness, for instance, 
not completely efficient and may even be un- 
employable. In this respect there will, of course, 
be many border-line cases. It is one of the 
characteristics of a period of “over-full employ- 
ment” that a number of persons who, because of 
their inefficiency, would not normally be able to 
find employment at standard union rates are taken 
on by firms affected by the existing shortage of 
labour. Under such conditions, however, com- 
pletely efficient workers, whose output is larger, 
will be worth more to the employer than the 
standard rate of wages -— and there will con- 
sequently be competition for such workers, with 
the result that money wages will tend to rise. If 
prices remained stable, then such increases would 
no doubt be a benefit to the workers; but the 
process just described is one typical of an in- 
flationary trend and it is against the background 
of just such a trend that the state of “over-full 
employment” existing in recent years has de- 
veloped. Any attempt to hold down prices by means 
of direct controls produces a state of “repressed 
inflation” ; and the principal lesson we have learned 
from the experience we have gained since 1945 
is that “repressed inflation”, far from bringing 
about conditions of equilibrium, only leads to one 
crisis after the other. 

For reasons which have been explained in 
several articles in the Quarterly, an excess of 
money in relation to the supply of goods and 
services prevents the mechanism of economic ad- 
justment from functioning properly: when there 
is an overdose of money, an increase in imports 
does not absorb a sufficient amount of domestic 
purchasing power for a corresponding amount of 
goods and services to be set free, resulting in an 


increase in exports; and since raising of interest 
rates can only hold down prices by limiting the 
volume of credit, it will not have that effect if 
the volume of purchasing power is increased in 
other ways, i. e. by inflationary financing of a 


‘budget deficit. As pointed out in the Conclusion 


of the recently published Annual Report of the 
Bank for International Settlements, it has been 
possible to pursue almost any kind of expansionist 
policy in recent years while there has been an in- 
flationary rise in world prices and foreign aid 
has been available to meet external payments, but 
it will be different when the countries have to 
make do with their own resources under con- 
ditions far removed from those of an extreme 
sellers’ market. The moment would already seem 
to have been reached when no more “forced 
savings” can be extracted from a public which has 
become sceptical about the purchasing power of 
the national currency and which, if it sees prices 
rising, will even draw on its accumulated savings 
and buy what it can in order to avoid further 
losses. What will then be left of current savings 
to sustain the volume of productive investment? 
Moreover, inflation at home will lead all the more 
surely to deficits in the balance of payments if 
in other countries prices are being kept in check 
— and what chance will there then be of import- 
ing succifient raw materials to ensure a steady 
rate of employment in the domestic economy? 

The time has passed when an inflationary cred- 
it expansion could serve as a help to em- 
ployment. Now its effect would be the opposite 
— and it is interesting to note that, in several 
countries on the continent of Europe, certain in- 
fluential groups belonging to the labour party are 
well aware of this, as may be deduced from the 
fact that members of those groups who are 
serving on the Boards of central banks have seen 
fit to vote not only for the introduction of credit 
restrictions but also for important increases in 
official discount rates. 

But even in the post-war period there have been 
countries which have not had full employment, the 
three most important of these exceptions being 
Italy, western Germany and Belgium. Owing 
to a high rate of natural increase in population in 
Ttaly, the number of people of working age has 
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received a yearly addition of about 450000; of 
these about one-third have been able to emigrate, 
leaving some 300 000 men and women to be em- 
ployed in Italy itself, 7. e. in a country with rela- 
tively scanty natural resources. Western Germany 
has received some g million refugees, of which 
over one-third have been completely efficient 
workers. It is no mean achievement that in these 
two countries it has been possible to prevent the 
unemployment figure from rising during the past 
four or five years, for this has meant that every 
year there has had to be a substantial increase in 
the number of persons employed. The limiting 
factor has been a shortage of investment funds; 
any attempt to obtain such funds through an ex- 
pansion of credit would only have led to a heavier 
deficit in the balance of payments. It is not an 
“insufficiency of monetary demand” that has been 
responsible for the unemployment in Italy and 
Germany — at the peak of the inflation period in 
1947 the unemployment figure in Italy was as 
high as later on — but a “shortage of genuine 
savings” has restricted the volume of investment 
possible. 

In Belgium, the main factor has been the high 
rate of increase in real wages — the highest in 
Europe since 1938. Belgium used to be a “cheap- 
wage country” and is now a “‘high-wage country” ; 
such a change, if it occurs suddenly, is not easily 
assimilated by an economy. The Belgian labour 
unions have been anxious that no risky monetary 
or credit policy should jeopardise the advantages 
they have gained. When, in 1949, the Belgian 
franc was devalued by 121/2 per cent., the labour 
unions thought this was going rather too far, 
although the rate of devaluation applied by most 
other countries at that time was 30'/» per cent. 
Moreover, the unions have never protested against 
increases in interest rates and other measures 
characteristic of a cautious credit policy. It should 


be added that in Belgium the benefits granted to 


_the unemployed have been such as to encourage 


registration, and this has to be remembered when 
the Belgian figures are compared with those of 
other countries. 

The monetary policy of Belgium came in for 


~ some rather sharp criticism in countries where it 


1 Me 


was taken almost for granted that unemployment 


when it becomes a problem ought to be cured by 
cheap money, and that this should be one facet of 
an open-handed credit policy, operating, if neces- 
sary, through newly-created purchasing power, to 
be issued by the central bank along the lines which 
had come into prominence in the 1930s. But in 
this criticism no account was taken of the fact 
that since the second world war the demand for 
goods and services has been almost consistently 
very strong — in contrast, to what had been the 
case during the great depression; this being so, 
there was no need for a cheap-money policy to 
keep up monetary demand, and interest rates 
could, therefore, resume without delay their 
proper function of preventing a non-desirable in- 
crease in the credit volume and of ensuring that 
the right choice was made between different: in- 
vestment opportunities, 

It has been one of the tragedies in the field of 
monetary policy since 1945 that ideas born in a 
depression have continued to determine policy 
during a period in which the basic circumstances 
have been completely different. Now, in retro- 
spect, it is interesting to note that the countries 
which were among the first to switch over to a 
resolute monetary policy (e. g. Belgium and Italy) 
have all remained faithful to this policy, having 
found it to be to their unquestionable advantage. 
On the other hand, those countries which for 
years had maintained cheap money in important 
sections of their markets have, one after the other, 
reversed their attitude. Outstanding examples in 
1950—51 were the United States and the Nether- 
lands, which changed their whole monetary policy, 
and Great Britain, which increased its short-term 
rates, while a new attitude to these problems was 
also taken up in Denmark, Sweden and a number 
of other countries. 

3ut even though it may be generally admitted 
that it has been a grave mistake to take policies 
designed to overcome a depression and apply them 
during a boom, it may still be argued that post- 
war business developments have not yet run their 
full course and that the world must sftl reckon 
with the possibility of another depression, since 
this is the usual sequel to any large-scale war. It 
must, of course, be expected that the business 
trend will, one day, take a downward turn, and 
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it is reasonable to make preparations for such a 
contingency. But that is no justification for having 
applied an anti-depression policy while the boom 
was still in full swing. 

The preparations for an eventual downturn may 
take many different forms. One course of action 
is to strengthen the financial structure by in- 
sistence on a higher degree of liquidity for banks, 
by eliminating unsound stock exchange business, 
and by reorganising mortgage financing, etc. An- 
other line of approach is to have in readiness a list 
of public works which can be taken in hand when 
the depression comes. A third possibility is to 
grant tax privileges to companies which put away 
funds in order to form a reserve to be used for 
investment in a future period of depression. 
Fourthly, there are all the measures which may be 
taken in the field of monetary policy; and even 
this list does not exhaust the possibilities. 

It is certainly a good thing to aim at spreading 
the execution of public and private projects 
more evenly over successive periods of boom and 
depression and, if possible, at ensuring an in- 
crease in public and other investment activity at 
times when unemployment is on the increase. As 
regards the financing of these works, the question 
arises whether it is not advisable to employ 
methods involving some creation of new credit, 
in order to make up for the insufficiency of 
monetary demand which — it is often maintained 
— is an essential factor in a depression. Whether 
that is always the case may be left an open 
question; one may, for instance, recall that the 
severe crisis of 1907 and the following setback 
occurred at a time when, in consequence of in- 
creasing gold production and competitive arma- 
ments, the long-term trend of prices was upward. 
There seems, however, to be good reason for as- 
suming that in the depression of the 1930s an 
insufficiency of monetary demand was an aggra- 
vating factor, and it is quite possible that this will 
be the case in the next depression that may over- 
take us. In such circumstances, an addition to the 
volume of purchasing power may be quite appro- 
priate, but in this connection we should bear in 
mind what happened in the United States in the 
1930s, when deficit financing on a fairly large 
scale failed to overcome the depression or even 


to reduce the number of unemployed. In the 
summer of 1939 there were still 9—II million 
unemployed in the United States, and anybody 
who had occasion to visit Washington at that time 
will never forget that not only government depart- 
ments but also most independent “experts” were 
at their wits’ end to know what should be done 
next. The outbreak of the second world war 
ushered in a new situation, which has made it 
rather hard to remember how desperate the state 
of unemployment was in the United States even 
in 1938 and 1939. 

In considering why the policy of public works, 
etc. as pursued in the United States at that time 
did not succeed, it is well to recall that, also ac- 
cording to the principles laid down by Keynes in 
“The General Theory of Employment, Interest 
and Money” (published in 1936), there has to be a 
state of balance between costs and prices before a 
depression can be overcome. Keynes did not think 
that the way to achieve that balance was through a 
reduction in money wages, and he therefore urged 
the necessity of creating additional monetary 
demand, so that, whilst money wages remained 
more or less constant, a sufficient degree of 
equilibrium could be restored. In the United 
States, however, money wages were raised by over 
30 per cent. after the devaluation in 1933—34, 
and by more than 15 per cent. in the short-lived 
boom of 1936—37. was no cor- 
responding rise in commodity prices (which were 
influenced by world-market levels), the cost and 
price structure was left with a lack of balance 
which (also according to Keynes’ principles) 
would be a cause of disequilibrium and thus also 
of continued unemployment. 


Since there 


It is interesting to compare this situation with 
developments in Sweden in the 1930s. The deval- 
uation of the Swedish crown in September 1931 
was not followed by a rise in money wages but, 
on the contrary, by a decline which, during the 
period 1931—32, was at the average rate of 6--8 
per cent. Balance was restored in the cost and 
price structure by means of a certain increase in 
commodity prices and a certain decline in money 
wages, and this argument was certainly one of the 
main reasons why the recovery in Sweden was so 
successful and why the early 1930s ushered in a 
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period of great economic progress in that country 
with a remarkable increase in the level of real 
wages. 

The devaluation as such must be regarded as 
an expansionist element, especially since an inflow 
of foreign exchange served as a medium for in- 
creasing the amount of central-bank funds avail- 
able to the market. Admittedly, a policy of public 
works was inaugurated in Sweden, but this was 
never as important in the crucial period 1931—32 
as is sometimes made out. The essential point 
would seem to have been that the policy adopted 
in Sweden was characterised by a combination 
of an expansionist element, on the one hand, and 
cost reductions, on the other, and it was this com- 
bination which helped to overcome the depression 
and to reduce the volume of unemployment to 
normal proportions. 


Various commissions appointed by the United 


Nations have recently published reports on the 


measures to be taken to ensure economic stability 
and they have laid a great deal of emphasis on 
the need for sustaining the volume of purchasing 
power in a period of a depression by taking suit- 
able measures both on a national and on an inter- 
national basis. Naturally, their proposals must be 
examined from the point of view of what is ac- 
ceptable and practical, but there can be no quarrel 
with the contention that some action on an inter- 
national level is required. The reports in question 
have, however, failed to stress the need which 
may arise for an adjustment of costs in the event 
of a depression, and many reviewers have con- 
sidered this to be their greatest weakness. In the 
light of the experience gained in the 1930s, it is as 
well not to have any illusions about the difficulty 
of the problems to be solved if a deep and pro- 
longed depression is to be overcome. It may per- 
haps be added that cost reductions do not consist 
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only of an adjustment of money wages; rather, 
there are also many other cost elements in which 
cuts can be made once the attention of industrial 
firms is drawn to this question more forcibly than 
was the case in the boom period. 

Already the lull in business which has overtaken 
certain branches of industry in recent months 
would seem to have made many industrial firms 
realise that they must look more closely at their 
cost accounts. The present business situation is, in 


fact, characterised by a curious kind of schizo- 


phrema, for, while all branches connected with 
rearmament are working at full speed, several 
consumer goods industries are, at the same time, 
experiencing a setback. The restraint being shown 
by consumers is to a large extent a reaction to the 
overdose of spending which took place during the 
summer and winter of 1950—51 and there are 
some signs of a return to a more normal rate of 
purchases. Moreover, a number of countries which 
raised their discount rates or otherwise stiffened 
their credit policies in 1950-——51 have aldready 
experienced a sufficient improvement in their 
positions to be able to reverse the steps taken. 
Thus, qualitative credit controls have been relaxed 
in the United States and Canada and discount 
rates have been lowered again in Belgium, Fin- 
land, the Netherlands and western Germany. It 
has thus proved to be as possible to relax credit 
restrictions as to impose them. This example of a 
rather general return to a flexible credit policy, 
with movements in either direction according to 
changes in circumstances may perhaps be said to 
be one of the great achievements of the last two 
years — and one which must hold out some hope 
that countries will show themselves equally ready 
to take the necessary measures to overcome a 
depression and thus also to reduce unemployment, 
should it recur on a large scale. 
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BY PROFESSOR CARSTEN WELINDER 


In its modern form, based on income and prop- 
erty, direct taxation has a comparatively short 
history. It is true that there always have been 
direct taxes in the shape of per capita taxes, taxes 
on real estate, class taxes etc., but it was not until 
relatively recent times that taxes began to be in- 
troduced on incomes or capital as a whole. It is 
true that an income tax was introduced in Britain 
as early as 1799, but its justification was the Na- 
poleonic Wars and it was abolished in 1816. It 
was reintroduced in 1842 in orter to meet the 
budget deficit resulting from the removal of the 
customs duties on corn. The United States had its 
first income tax during the Civil War, while in 
France there was no income tax until 1914 and 
in the German Reich not until 1920. In Sweden 
a provisional income tax was adopted in 1902 in 
order to meet the cost of the new defence pro- 
gramme, and eight years later a permanent tax on 
incomes and property was introduced. An attempt 
to bring in an income tax had, it is true, been 
made as early as 1810, but it failed owing to the 
combined opposition of the taxpayers and the 
inland revenue authorities and a return was made 
to the system of produce taxes and class taxes. 

Everywhere we find the same development. In- 
come taxes, generally supplemented by some form 
of annual levy on capital, are introduced in 
periods of financial difficulty. The tax is gener- 
ally aimed principally at the higher income groups 
and is therefore made progressive. Not infre- 
quently it is announced as being temporary but — 
suffering the usual fate of “temporary” taxes — 
becomes permanent. After that it gradually be- 
comes more and more steeply progressive, while 
at the same time the deterioration in the value of 
money has the effect of bringing even the lower 
income groups within the range of the tax. The 
following figures illustrate this trend in the case 
of Sweden, 


Development of Central Taxation in Sweden 


mio ows girs Taxes on consumption 


tax!) 
Year Percentage Percentage 
Mill. kr. of total tax Mill. kr. of total tax 
revenue revenue 
Gri fees 33,0 18,1 126,4 69,2 
TELS < oi eee SGS.7 aw | 92,8 12,6 
1928/29 157,1 27,0 359,8 61,8 
1938/39 . - 365,8 3351 667.4 60,4 
1952/53") - 2 4710,0 62.9 2 619,0 35,0 


=} Including excess profits tax, dividend taxes, etc. 
*) Budget proposals. 


It was in 1911 that the income and capital tax 
adopted in the previous year was first applied. 
The table shows very clearly how the share of this 
form of taxation in the total tax revenue has 
grown. (The decline between 1918 and 1928/29 
is explained by the fact that the yield during the 
former year, including excess profits tax, from 
income tax was greatly swollen by inflation.) The 
increased importance of income tax is shown by 
the fact that, while in 1909 only 367 000 persons 
were assessed for income tax, by 1951 the figure 
had risen to 3 401 000. At the same time the older 
forms of direct taxation disappeared, the old land 
tax being abolished between 1899 and 1902, while 
in 1910 an old levy sanctioned by the Riksdag 
(“Bevillningen”) finally lost ist importance for 
central taxation. 

The development of indirect taxation was on 
different lines. The expansion of foreign trade 
and the supersession of handicrafts by industrial 
production brought greater opportunities for levy- 
ing taxes on consumption. Thus between 1861 
and 1900 indirect taxation rose, mainly as a con- 
sequence of the introduction of protection, from 
3.3 per cent. to 4,7 per cent. of the national in- 
come, while the share taken by direct taxation fell 
from 1,9 to 0,9 per cent. As the major portion of 
the direct taxation consisted of land taxes, which 
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for many years past had been levied in fixed 
amounts and were thus in fact equivalent to state- 
held mortgages on land, while the basic amount of 
the bevillningen was only one per cent. of low 
estimated incomes, it may be said that at the end 
of the nineteenth century Sweden had practically 
no direct taxation. Indirect taxation fell mainly 
on grain and distilled liquor, thus imposing a dis- 
proportionate burden on the broad masses. For 
these classes, therefore, the introduction of an 
income and capital tax came to be regarded as an 
important political objective and a high proportion 
of direct taxation as a sign of a “democratic” 
distribution of the tax burden. This has not al- 
ways been the case; in the eighteenth century, for 
example, the Cameralists regarded the ‘‘general 
excise’ as a just tax because it affected all classes 
of the community, whereas such taxes as the land 
tax did not fall heavy on the upper classes. 
During the present century, in Sweden at any 
rate, the relative importance of taxes on consump- 
tion has declined ; in the budget estimates for 1952 
such taxes account for only 35 per cent. of the 
total. At the same time efforts have been made to 
exempt essential commodities from taxation. Thus 
the general purchase tax introduced during the 
war was removed in 1947. One-fifth of the re- 
maining taxation on consumption consists of the 
taxes on motor-vehicles, and these may be regard- 
ed as payment for the use of the roads. As far as 
customs duties are concerned, most of them are 
imposed for purposes of protection rather than 
of revenue. It is true that, other things being 
~ equal, they form a burden on consumption, but as 
they are part and parcel of the general economic 
policy their effect cannot be judged in isolation. 
In estimating the total effect of the tariffs on 
consumption, regard must be paid, on the one 
hand, not only to the sums flowing in to the 
Treasury but also to the higher prices which pro- 
ducers can charge under cover of the protection 
afforded by the duties. On the other hand it is 
conceivable that lower tariffs would necessitate 
a depreciation of the currency, which would make 
imports more expensive. In any discussion of the 
distribution of taxation it is also relevant to point 
to the hundreds of millions of kronor that the 
State pays out annually in subsidies for food- 


stuffs, housing etc. (Whether the farming sub- 
sidies should be regarded as benefiting the con- 
sumers or the producers will depend on what 
prices would have been obtained for farm prod- 
ucts if there had been no subsidies.) If the real 
estate tax and income tax levied by the local 
authorities is also taken into account — in 1952 
it is expected to bring in some 2 500 million kro- 
nor — the dominance of direct taxation becomes 
even more striking. 
*K 

If income tax has become the backbone of the 
central taxation system, it is because, more than 
any other tax, it has proved capable of giving 
the state the required revenue while at the same 
time it is an eminently suitable medium for the 
application of the principle of progression which 
has the political approval of the majority. When 
it is desired to shift the burden of taxation on to 
the shoulders of those receiving large incomes, 
to tax income from property more heavily than 
earned income, or to take into account the obli- 
gations of taxpayers towards dependants etc., in- 
come tax — in combination with en annual levy 
on capital — has proved itself to be the most 
effective instrument. The expansion of income 
tax has therefore proceeded hand in hand with 
that of political democracy. On the other hand 
it has not attained such a dominating position as 
its most fervent advocates once hoped for it. 
Although taxes have been raised to levels which 
at one time would have been thought impossible, 
no-one has yet ventured to place the whole of 
the tax-burden on income. The greatly increased 
strains that have resulted have shown the limita- 
tions of income tax as an instrument of taxation 
policy. 

A general income tax presumes that the same 
concept of income is applied to all income- 
receivers. With a view to achieving uniformity in 
this connection the authorities have introduced 
into the tax legislation increasingly detailed pro- 
visions regarding what is to be counted as taxable 
income and what deductions may be made from 
it. On the other hand the high rates of tax, and 
above all the double taxation of companies, have 
necessitated a number of exceptions, such as the 
right to “free” depreciation, appropriations to in- 
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vestment reserves etc. As these privileges have not 
worked in the way intended, they have been cur- 
tailed once more under new provisions. Conse- 
quently the tax laws have become extraordinarily 
complicated and even so it has not been found 
possible to achieve uniformity in taxation. Thus 
the 1947 ordinance on State income tax (including 
those provisions in the Local Taxation Act which 
are applicable to State income tax) is more than 
six times as long as the ordinance of 1902. In 
addition there are laws on annual capital tax, on 
investment reserves, on investment duties, on 
taxes payable at the liquidation etc. of companies, 
on aliens’ dividend tax, etc., which had no counter- 
part in 1902. In addition to the formal anomalies 
in the tax system there are such facts as that 
some income-receivers enjoying certain emolu- 
ments in kind which are customarily returned at a 
figure below their real value, may make deduc- 
tions for living expenses, or are directly exempted 
from returning certain sums. In this way the old 
tax privileges are replaced by new ones. 

The totai costs of assessment and collection 
etc. are difficult to estimate, since they are divided 
between state and local authorities, which in some 
cases perform other tasks as well. It is probable, 
however, that they amount to upwards of 60 mil- 
lion kronor. In addition, there is all the work and 
trouble that the taxpayer has in returning his in- 
come (and, on occasion, carrying tax suits to the 
courts) and for the employer in supplying infor- 
mation about earnings and making deductions 
from wages and salaries. The sums lost in this 
way, however, are small in comparison with the 
damage done by the tax system in reducing the 
taxpayer’s inclination to work, and in encouraging 
uneconomic investments or otherwise diverting 
production to undesirable ends etc. -—— matters 
which it would take too long to go into in the 
present article. 

In comparison with all this, consumption taxes 
have distinct advantages. It is true that the Cus- 
toms administration is relatively expensive, but 
since it is something the country must have in any 
case for reasons of trade policy, an increase in 
import duties can be imposed relatively cheaply. 
A number of commodities, such as beer and mar- 
garine, are produced by a few undertakings only, 


and it is therefore easy to levy excise on them. 
Whereas income-tax legislation is becoming in- 
creasingly involved, direct taxation seldom gives 
rise to legal disputes. Evasion of such taxation is 
usually impossible — the tax can only be avoided 
by cutting down consumption. 

It is often stated that, unlike income tax, in- 
direct taxes do not act as a disincentive to over- 
time and extra work in general. This, however, is 
not entirely true. Let us assume that a 10-per-cent. 
turnover tax was imposed on all consumption. If 
we disregard the fact that part of income is saved, 
this tax would have the same effect as an equally 
high income tax. Now, it is true that income tax 
is progressive, but taxes on consumption may also 
be distributed progressively. Assuming that es- 
sential goods were tax-free while all other con- 
sumption was heavily taxed, it is quite possible 
that people might say to themselves that it did not 
pay to work more than was needed to buy the 
requisite amount of tax-free necessities, since 
other goods were too dear for it to be worthwhile 
to work in order to pay for them. The part of 
income which is saved is admittedly not im- 
mediately touched by the consumption taxes, but 
it will be later on if it is subsequently spent. 
Nevertheless, it is clear that in general taxes on 
consumption affect the inclination to work and 
to save to a lesser degree than income tax. 

Nor have these advantages gone wholly un- 
recognised. When in 1948 the attempt was made 
to improve the economic balance in the community 
by budgeting for a surplus, it was only the in- 
direct taxes that were raised. In its comments on 
direct state taxation the 1949 Royal Commission 
on Taxes proposed that income and property tax 
should be reduced and also recommended that the 
ratio between direct and indirect taxation should 
be reconsidered. The same train of thought is 
found in the 1951 government long-term pro- 
gramme. Consumption taxes are a more effec- 
tive means of countering excessive boom condi- 
tions than income tax, inasmuch as they lend 
themselves more easily to the taxing away of a 
surplus of demand. The Soviet Union provides 
the most thoroughgoing instance of this; there 
the purpose of the turnover tax is to achieve a 
balance between demand and the limited supply 
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of goods. In Sweden the same principle is seen 
at work in the taxes on paper and electric current. 
It has also been pointed out that indirect taxes 
can be used for preventing full employment from 
leading to inflation. By taxing the output of in- 
dustries which are working under exceptionally 
favourable conditions the Government can prevent 
them from granting unduly generous wage-in- 
creases. In this way it would be possible to pre- 
serve the free movement of wages while at the 
same time ensuring that this did not result in 
wage-inflation. One difficulty connected with the 
use of consumption taxes as part of the campaign 
against inflation is, of course, the fact that, unlike 
direct taxes, they affect the cost-of-living index 
which regulates wages. Should it not be possible 
to do away with the connection between wages 
and the cost-of-living index, it might be necessary 
to attempt to eliminate consumption taxes from 
the index. Such an attempt would not only offer 
technical problems but would also deal a further 
blow to the public’s confidence — already shaken 
— in the reliability of the cost-of-living index. 

A further step would be to replace the present 
income tax on enterprises by an ad valorem tax 
on their output, as suggested in the long-term 
plan. The argument for this is that whereas in- 
come tax makes the firm less anxious to reduce 
its costs, which it is allowed to deduct from the 
income returned and which therefore are largely 
borne by the public, taxes on output and the like 
may force it to economise. Two difficulties appear 
to arise when putting this theoretically correct idea 
into practice. One is that the ratio between net 
profits on the one hand and output value on the 
other varies greatly not only as between different 
industries but also as between different enterprises 
in the same industry. While in some firms even a 
one-per-cent. tax on the sale value would (except 
insofar as it could be passed on) swallow up the 
whole of the net profit, other firms could carry 
a much higher rate of tax without difficulty. If 
the attempt is made to adjust the tax to the 
amount of net profit, the firm has again an in- 
centive to reduce its declared profits. Moreover, 
the ability to pass on the tax varies from one type 
of production to another. Exporting firms would 
have little or no difficulty in recouping the taxes 
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by raising their prices. In such cases the tax could 
take the form of an export duty, the rate being 
fixed according to the kind of enterprise and the 
situation on the export market. Firms which sell 
on the home-market but in competition with 
foreign enterprises would not be able to pass on 
the tax, unless it was supplemented by an import 
duty or similar impost. Again, firms which en- 
joyed a total or partial monopoly would be able 
to pass on the tax but might suffer from reduced 
sales due to the increased prices. Thus, a tax of 
the kind indicated would be in sharp conflict with 
the desideratum of uniformity in taxation. It 
would also, in all probability, only be practicable 
in a highly planned economy. Further discussion 
may be suspended until more detailed proposals 
can be put forward. 
K 


The most difficult problem of all involved in 
a change from direct to indirect taxation is, of 
course, that of the distribution of taxation. The 
situation here is not quite the same as it was for- 
merly. So long as it was considered that the state 
should on the whole refrain from intervening in 
economic matters, taxation and social policy were 
the principal means of influencing income-distri- 
bution in the direction that was regarded as equi- 
table. The problem of what constituted “equitable” 
tax-distribution therefore became important for 
economists as well as for politicians, who of 
course would take the standpoint that in principle 
taxation is not a suitable instrument for influen- 
cing the distribution of income. A typical case is 
the minor part played by personal taxation in the 
Soviet Union; in the 1951 budget it accounted 
for only 13 per cent. of the total taxation. There 
is no tax on property. As the overwhelming 
majority of income-receivers are wage-earners in 
State enterprises or on collective farms under 
strict State control, the State can give them direct- 
ly whatever income it considers suitable, and thus 
the effect of taxation on income-distribution is 
of minor importance. Further, a higher scale of 
income tax is applied to persons with incomes not 
directly controlled by the State, such as profes- 
sional men and women and smallholders. In Swe- 
den, too, it is necessary in any discussion of tax- 
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distribution to take account of the effect of eco- 
nomic policy as well as of social policy on the dis- 
tribution of income. 

It is nevertheless natural that many people are 
suspicious of any shift to consumption taxes, since 
they fear that they will have to pay higher taxes. 
It is also clear that if it is desired to retain the 
present heavy taxation of large incomes a steeply 
progressive tax is unavoidable. It is not possible 
to apply luxury taxes and the like in such a way 
that they will take the place of a high income tax. 
If the Government reduced the income tax pro- 
portionally by, say, one-fifth and made up the 
loss in revenue by increasing taxes on consump- 
tion, the result would necessarily be a redistribu- 
tion of the tax burden to the disadvantage of the 
masses. On the other hand it might be possible to 
consider a general lowering of all the income tax 
rates in the scales by, say, 5 per cent. (e. g. from 
12 to 7, from 16 to 11 per cent.), this being com- 
pensated by a general turnover tax, also of 5 per 
cent. 

Such a reform would not, however, be entirely 
without effect on the tax-distribution. If there 
were no personal allowances the reduction in 
income tax would be proportional to the amount 
of income received, but as things are it would be 
progressive. A turnover tax payable at the same 
percentage on all forms of consumption would on 
the other hand as a rule be distributed regressively. 
This is due not only to the fact that those with 
larger incomes generally save more but also to 
the fact that they pay a larger proportion of their 
incomes in direct taxes and thus can consume a 
smaller share of their incomes than persons with 
smaller incomes. To-a certain extent this can be 
taken into account when devising the tax reduction 
or by exempting from the purchase tax essential 
goods the demand for which does not vary greatly 
with income. On the other hand it is not possible 
in this way to allow, for example, for the fact that 
certain persons pay no income tax and would 
therefore not benefit from any reduction, but 
would nevertheless be affected by a purchase tax. 
The people in question are, first, those (mainly 
youths, girls and old persons) whose income falls 
below the taxable minimum and, secondly, those 
(mainly fathers of large families) who get the 


maximum reliefs because their income is con- 


sidered to fall below the “existence minimum”. 
Old people, however, can be compensated for 
higher consumption taxes by having their old-age 
pensions raised, and large families by increased 
children’s allowances, while young people often 
have a relatively high tax capacity in relation to 
their income because of low living costs. 

A common objection to a general purchase tax 
is that it hits the family man harder than a single 
person with the same income. This, however, is 
not necessarily the case. If a person consumes his 
whole income, he is not taxed more heavily be- 
cause his family obligations are great. On the 
contrary, insofar as the consumption taxation 
avoids necessities or falls with particular severity 
on luxury consumption, such a person will be 
taxed more lightly. If a single person is taxed 
more lightly this is due mainly to the fact that 
he has a larger savings quota and that because his 
personal allowance is smaller than a family man’s 
he pays more income tax and this restricts his 
consumption; it is also possible that he tends to 
have certain fairly large items of “luxury” con- 
sumption which are tax-free, e. g. foreign travel. 
Owing to the smaller “personal allowance” to 
which he is entitled, a single person derives more 
benefit from a uniform reduction of tax rates 
than a family man. A problem of less difficulty 
than the distribution of taxation as between single 
persons and those supporting families is that of 
the balance between married persons without 
children and those with children. As in Sweden 
there are no longer any “reliefs” in respect of 
children allowed in connection with income tax, 
a reduction of the tax rate would benefit families 
with children and without children 
equally, except in cases where the latter enjoy the 
special “existence minimum” tax relief. If there 
is reason to suppose that families with children 
will be hit harder by increased taxes on consump- 
tion, this can be compensated for by raising the 
children’s grants. The present inflation already 
justifies a considerable increase in the latter, and 
not only for reasons of population policy. When 
the income-tax reliefs in respect of children were 
replaced by children’s grants paid by the State 
this was to the disfavour of those with larger 
incomes, and the effect of the change has become 
increasingly noticeable as inflation has increased 
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the marginal taxation on incomes whose real value 
has remained unchanged. 

In the foregoing we have assumed for the sake 
of simplicity that the increase in consumption 
taxation is effected by the reintroduction of a 
general purchase tax. An alternative would be to 
raise the so-called “point” taxes (taxes on selected 
commodities) on such things as spirituous liquors 
and tobacco, or to impose new taxes of this type. 
One advantage of such taxes is that they can be 
levied on the less essential forms of consumption ; 
a disadvantage is that they restrict the freedom 
of choice. The tax hits the consumers not only by 
making them pay more for the taxed commodity 
but by compelling them to lay out their income in 
a less economic way on other types of consump- 
tion. To take an extreme example, a tax on 
galoshes would hit not only those who continued 
to buy these articles at the increased price, but 
also those who refrained from buying them and 
caught colds as a result. The Swedish chocolate 
industry furnishes an example of the fact that 
such taxation may also hit the producer hard. 
Another drawback is that its effect is uneven: 
for example, the non-smoker is not touched by 
the tax on tobacco. 

This type of taxation should therefore be ap- 
plied either to goods the demand for which it is 
considered desirable to reduce or to goods 
for which the demand is relatively unaffected by 
changes in price. Consequently, if we exclude 
motor-vehicle taxation, which, as mentioned ear- 
lier, is in a class by itself, almost the only possi- 
bility of extracting large amounts is by increasing 
the taxes on spirituous liquors and on tobacco. In 
the 1952 budget estimates these articles are re- 
sponsible for 78 per cent. of the taxation on con- 
sumption of domestic goods (excluding motor-car 
taxation) and they seem likely to continue in- 
definitely in their role as lifebelts for every 
Finance Minister in distress. But if there were to 
be a real shift from direct to indirect taxation, 
they would not go very far. 

In that case a general purchase tax might be 
resorted to. The word “general” is somewhat mis- 
leading, since a purchase tax is never applied to 
all essential consumption commodities, but the 
exceptions should be kept as few as possible in 
order to facilitate control. The use of living ac- 


commodation should certainly be exempted in 
principle, though it is another question whethér 
there should not be a special tax on the controlled 
rents paid for pre-war dwellings. There would be 
no point in taxing Swedish agricultural products, 
since the same result could be achieved by re- 
ducing the agricultural subsidies and allowing the 
farmers to raise their prices by a corresponding 
amount. Let us assume that the tax was imposed 
on two-thirds of the total consumption. In 1950 
this would have meant a taxable amount of about 
13.000 million kronor. As during that year the 
amount assessable for state income tax was 12 100 
million kronor, a purchase tax of 5 per cent. 
would have made it possible to reduce all income- 
tax rates by the same amount and yet leave some- 
thing over to compensate the people who, as 
shown above, would have suffered by the change. 
If there had been a purchase tax of ro per cent. 
it would have been possible to lower the income- 
tax rates generally by the same percentage and 
thereby free from income tax altogether persons 
with a taxable income of less than 1 000 kronor. 
The above relation between taxable income and 
the volume of consumption does not seem likely 
to be altered to any considerable extent by the tax 
reforms introduced in the spring of 1952. It is 
therefore not beyond the bounds of possibility to 
introduce a purchase tax which would enable those 
in the lowest tax-group (i. e. married couples 
living together with under 8000 kronor taxable 
income, and other persons with under 4 000 kro- 
nor taxable income) to go free from income tax. 
The administrative advantages of such a reform 
would, however, be doubtful, as those who escaped 
State income tax would still have to pay local 
income tax, while a purchase tax of the compre- 
hensive type envisaged would require an elaborate 
administrative apparatus. 

To sum up, it may be said that indirect taxation 
may take the form either of an enterprise tax 
which would wholly or partly replace the income 
tax paid by enterprises, or of taxes on consump- 
tion. It seems impossible to adopt the first alter- 
native without departing from the canons of taxa- 
tion hitherto honoured by Swedish law. Taxes on 
consumption, on the other hand, could be used to 
compensate a uniform reduction of income-tax 
rates. 


STANDARD OF LIVING AND REAL WAGES IN 
VARIOUS“ COUNTERAES 


BY ERLAND VON HOFSTEN, SOCIAL WELFARE BOARD 


“Standard of living” and “real wages” are im- 
portant terms in today’s economic and political 
thinking. A higher standard of living is one of the 
generally accepted targets of economic policy, and 
all wage-earners endeavour to obtain better real 
wages. Figures and statistics of all kinds are used 
in an effort to analyse trends in this respect in 
one country, or to compare them for several 
countries, either in general or at a special date. 

It is the purpose of this essay to point out the 
dangers that lie in using grossly simplified argu- 
ments and computations in this field. Such 
methods may easily lead to conclusions which do 
not stand the test of closer examination. 

Let us first consider a method of computation 
which has become rather popular of late, par- 
ticularly in America but also elsewhere, e. g. in 
ECE’s last Annual Report. Here, figures are to 
show how many minutes a worker must work to 
earn the money required for buying a certain 
quantity of bread, eggs, butter, or a pair of shoes, 
and so on. 

This method is easy to grasp, and that may be 
one of the chief reasons for its popularity. In 
addition, America’s special enthusiasm for this 
kind of statistics is certainly due to the fact that 
this method seems to demonstrate drastically the 
superiority of the American standard of living as 
compared with other countries 
Soviet Union in particular, 

Some figures from statistics recently published 
by the Bureau of Labor Statistics in Washington 
may help to illustrate this: 
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The figures indicate how many minutes a 
worker with an average wage has to work to 
earn the equivalent to one pound of the food- 
stuffs listed above (for eggs, one dozen). The 
column to the extreme right is the result of some 
sort of average calculation, the method of which 
has not been explained by the Bureau. 

That column alone is apt to arouse serious 
doubts. Can it really be true that the Norwegian 
worker gets considerably more for his wages 
than the Danish worker, and does the Dane’s wage 
fetch so much more than that of his colleague in 
Switzerland? Regrettably, the statistics in question 
do not list Sweden, but earlier computations of 
a similar kind placed Sweden below her Nor- 
wegian and Danish neighbours. 

A variety of critical comments present them- 
selves. First, some of the price and wage data 
used in such statistics may prove unsatisfactory 
on closer examination: experience shows that to 
secure, in this field, material suitable for inter- 
national comparisons is a very difficult task in- 
deed. Second, and more important, there is the 
problem posed by the method itself : what exactly 
is it that the figures in question are to measure, 
and do they actually measure it? 


Let us suppose that much more work is ad- 
mittedly required in one country than in another 
to earn the equivalent to certain quantities of basic 
foodstuffs. The differential of the corresponding 
figures, it is claimed, expresses, crudely at least, 
the difference in the respective standards of 
living. But if one really aspires to compare living 
standards as a whole, one had better not limit one- 
self to wages and to the prices of a few com- 
modities. Limitations of that kind only provide 
one more example of those seemingly objective 
but in reality most doubtful atguments that 
pervade statistics and economic thought. 

It is almost commonplace to emphasize that the 
listing of a few selected foodstuffs is an unsatis- 
factory procedure. That it is practised nevertheless 
— albeit occasionally with some additions such as 
electricity and shoes — is probably explained by 
extreme difficulties in obtaining price data for a 
wider variety of commodities. One is then forced 
to assume that more or less the same price level 
applies to all remaining consumption — an as- 
sumption which may be utterly wrong. 

In reality, comparisons of this kind are merely 
a comparison of real wages where individual com- 
modities are substituted for an index which by 
definition includes consumption as a whole. 

When examining changes in prices over a 
certain period of time, the comparison can, as a 
tule, safely be limited to cover a few commod- 
ities only. Experience has shown that roughly 
the same results have been produced by a calcu- 
lation confined to the selection of a few commod- 
ities only, and one covering the wide range of 
items contained in the indices of most countries. 
It is unsuitable, however, to confine the com- 
parison to foodstuffs only, for their price trends 
may differ highly from those of other items such 
as housing, fuel, clothing, household appliances, 
fares, etc. 

As regards geographic comparisons, things are 
different. A comparison based on a few items 
only, and only on foodstuffs to boot, is actually 
of little or no interest. Investigations concerning 
Sweden’s ‘“‘cost-of-living districts”, which play an 
important part in the Swedish wage policy, have 
clearly shown the importance of taking into con- 
sideration, for geographical cost-of-living com- 
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parisons, not only a limited number of commod- 
ities but all those requirements and benefits asso- 
ciated with one’s livelihood. In earlier days, Swed- 
ish investigations of this kind contended them- 
selves with a limited number of commodities and 
left out altogether certain categories of expendi- 
ture, the comparison being based on a so-called 
“rump budget’’. The findings of these earlier in- 
vestigations, which showed considerable differen- 
ces in the areal cost of living, met with justified 
criticism, and an all-comprising budget is now the 
declared basis of any such areal cost-of-living 
comparisons. Under this new policy, regard has 
also to be paid to non-measurable factors con- 
nected with differences in milieu, the availability 
of certain goods at certain places, etc. Some 
measure of arbitrariness inherent in such com- 
putations cannot, of course, be avoided. It would 
be a fallacy to believe that more exact results 
could be obtained if clearly essential factors were 
omitted only because they cannot be expressed in 
terms of prices. 

Many of these factors which it is difficult or 
impossible to assess, are similar when comparing 
different parts of one and the same country; but 
their inclusion has nevertheless proved to have 
the greatest influence upon the result. For inter- 
national comparisons, it is even more important 
to include all factors bearing on the cost and the 
standard of living, if numerical comparisons are 
to have any meaning at all. In the first place, this 
applies to all important foodstuffs; but all other 
items of expenditure must also be covered, e. g. 
housing, fuel, clothing, household appliances, fares, 
and so on. 

An example may help to illustrate the impor- 
tance of the omission of certain items in com- 
parisons of this kind. Let us assume that the 
citizens of one county have to pay the full amount 
of certain expenses wich, in another country, are 
defrayed by the state — Great Britain’s National 
Health Service or Sweden’s free school lunches 
and schoolbooks are cases in point. If such items 
happen to be of major importance in the country 
under comparison, their omission may produce 
grossly misleading results. Needless to say, in a 
country which has assumed responsibility for 
certain items of expenditure, more money will be 
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left in the worker’s pocket for the remaining items 
even when prices in that country appear to be 
high in relation to wages. ; 

Social benefits are particularly important 1n 
this context. A comprehensive social security 
system adopted by one country — old-age pen- 
sions, sickness insurance, unemployment 1n- 
surance, workmen’s compensation, efc. — cannot 
fairly be ignored when comparing that country 
with another lacking those benefits. As everybody 
knows, stich social benefits represent quite some 
value also in terms of money. 

In addition, account must be taken of other 
differences, not least climatic ones. While a cold 
climate necessitates sizable expenditure for the 
heating of the home, such costs are smaller or 
absent in milder climates. Warmer clothing and a 
greater amount of calories required in colder 
regions may also enter into the picture. 

If a comparison between two countries can 
really claim to convey a fair picture of the dif- 
ference in their respective standards of living, it 
must needs include all benefits and goods which 
are commonly considered to bear on the standard 
of: living. The problem thus assumes somewhat 
elusive proportions. Is one, for instance, to take 
into account the existence of well-equipped libra- 
ties, first class traffic facilities, and well-stocked 
shops with convenient shopping hours? In prin- 
ciple, such factors should indeed be included, and 
so should also a larger or smaller risk of un- 
employment. In practice, however, the presence 
or absence of such things cannot possibly be ex- 
pressed in figures. Yet, to reduce this complex 
issue to the narrow proportions of what is but a 
certain part of the general consumption is to act 
arbitrarily. 

Another question presents itself, Exactly what 
standard of living is the point of departure for 
comparative calculations of this kind? This is 
often all but clear. In many cases, implicitly at 
least, one seems to have in mind first and fore- 
most the costs of maintaining in individual 
countries a certain minimum standard of living. 
But this, too, is an entirely arbitrary notion. Phys- 
tologically, quite satisfactory nourishment can be 
obtained in Sweden at a price one-fifth the food 
budget of the “index family”; but such food is 
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extremely monotonous and wanted by nobody. As 
for clothing, housing, household equipment and 
the like, the question of what shall be considered a 
minimum standard cannot be answered at all. 

In comparing two countries, the one possible 
method therefore is to base the comparison on 
the living standard and material conditions ac- 
tually existing in one country, and to attempt to 
calculate on that basis the costs which such a 
standard would involve in the other country. The 
resulting cost may then be compared with the 
actual wage standard in that second country. 

Any country under comparison can be chosen 
as such a point of departure. It should be noted, 
however, that the results need not necessarily 
coincide in either case. In other words, a cal- 
culus made in one direction need not lead to the 
inverse value of a calculus made in the other 
direction. The two calculations actually furnish 
answers to two different sets of questions. There 
is no contradiction in finding that country B is 
more expensive than country A, when 4 has been 
chosen as the point of departure, and that country 
A is more expensive than country B when the 
latter has been made the basis of comparison. The 
same applies to the level of living: it may be 
lower in B than in A and yet at the same time be 
lower in 4 than in B. 

What may sound like hair-splitting is actually 
a matter of practical importance. When comparing 
two countries widely differing in economic and 
social structure, it is particularly important to 
remember that a comparison based exclusively 
on the conditions of one country can illustrate but 
one side of the difference between the two. To 
remember this is naturally even more important 
when attempting to compare conditions in 
countries on either side of the “Iron Curtain”. 

When applying these thoughts to current com- 
parisons between individual countries, it may be 
possible to elucidate some of the contradictions 
which are otherwise hard to explain. The material 
published in the reports of the ECE has met with 
protests from certain quarters including the 
Soviet Union. This does not necessarily mean that 
the material in question is inaccurate per se; it 
simply means that the problem will present itself 
in an entirely different light when posed with the 
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Soviet economy as point of departure. It must be 
remembered that the comparisons made in the 
reports of the ECE are based on an economic 
system of the West European type. 

But even when comparing West European 
countries, mechanical comparisons can be utterly 
misleading. A statement in ECE’s last Annual 
Report may serve as an example. “In Sweden,” 
the Report says on page 112, “industrial wage- 
earners increased both their share of the national 
income and standard of living appreciably in the 
spring of 1951.” This statement which flatly con- 
tradicts our own experience is based on a table 
listing real wages in industry by countries, with 
the following figures for Sweden: 


(Sept. 1949=100) 
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These figures were obtained by dividing weekly 
industrial wages by the consumption price index. 
‘This index series excludes direct taxation. The 
picture would have looked altogether different, 
and the above-mentioned statement would not 
have been made, if due account had been taken 
of this. The Report, it is true, points out in a 
note that taxation is excluded; but the statement 
in question stands where it stands. 

Last but not least, it must be remembered that 
the concept of “real wages” is itself an extremely 
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arbitrary one. If someone receives a wage increase 
of 10 per cent. (after taxation), and if prices 
remain the same, his real wage is said to have 
risen by 10 per cent. Our man can now increase 
by one-tenth his consumption of all goods — 
potatoes, foot-wear, tramway tickets, and so on. 
But this is not the point; for, in a situation like 
this, the demand for 
certain goods while his consumption of other 
goods is either stationary or smaller. What is 
relevant in this case, therefore, are the prices of 
goods commonly referred to as luxuries. 

When comparing the prices of essential and 
non-essential commodities, one will soon find that 
their ratio widely differs from country to country. 
A ten-per cent. real wage increase may therefore 
mean one thing in country A and quite another 
thing in country B. 

Also, a wage increase which looks “real” from 
one point of view may be unreal from another. 
Is one actually to assume that, say, a pipe smoker 
using his wage increase to buy cigarettes, which 
are far more expensive than tobacco, has attained 
a higher standard of living? The inveterate pipe- 
smoker profoundly despising cigarrettes is prob- 
ably of the opposite opinion. Food physiologists 
hardly believe that butter represents a higher 
standard than margarine and that white bread 
is superior to black bread, in spite of the first- 
mentioned commodities being far more expensive 
than the last-mentioned. 


consumer increases his 


COMPANY BALANCE SHEETS FOR 1951 


For a number of years past this Review has 
featured an annual survey of the financial position 
of 70 joint-stock companies, as revealed in their 
balance sheets. Now that the figures for 1951 (or 
corresponding accounting year) are available for 
these companies — most of which have their 
shares quoted on the Stock Exchange — it is 
possible to observe that the balance-sheet totals 
once more show a considerable overall increase. 
This increase is attributable mainly to two items 
— current assets and short-dated liabilities. 


The increase in the aggregate of the balance- 
sheet totals during 1951 was 1 460 million kronor, 
i. e. 20 per cent. This rise is largely due to an 
expansion in the value of turnover, which in its 
turn is attributable to the higher prices prevailing 
in most sectors, but amended principles for the 
booking of contracted purchases have also con- 
tributed to some extent. The increases in current 
assets and short-dated liabilities are roughly equal. 
The rise in turnover was probably around 50 per 
In the forest industry 


cent. on the average. 
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Tncrease 

1949 1950 1951 1949 1950 
-1950 —1951 

Assets Million kronor 
@urrent assets* - - = = © 3271 3699 4599 428 900 
(inventories) - . % = - (1115) (1215) (1 578) (100) (363) 
Bixed@assets uss) ne 3032 3491 4051 459 | 560 
Total assets 6303 7190 8650 887 1460 

Liabilities 

Short-term liabilities. . . 1387 1767 2686 380 919 
Long-term liabilities . . . 1214 1406 1623 192 217 
(funded for pensions) (227) (351) (444) (124) (93) 
(Caml a oo 6 og & < 3702 4017 4341 315 324 
Total Liabilities 6303 7190 8650 8871 460 
INGE TROME 6 5 5 oo oC 263 346 427 83 81 
IDieGlkaaks 9 9 oo o 6 o 165 210 245 45 35 


Dividends as % of capital. 4,5 5.3 5:0) 0385 1033 


t After dividends 


turnover has practically doubled, but a consider- 
able part of this increase is offset by the “‘trade- 
cycle equalisation duties” exacted by the Govern- 
ment. 

The net book value of fixed assets rose by 560 
million kronor during 1951, and as in 1950 it is 
the combined wood and iron companies and the 
steel works, together with metal and machinery- 
manufacturing firms, which show the biggest in- 
creases. 

Long-term liabilities have risen, the increase 
being due to issues of registered certificates and 
appropriations for pension funds. 

Of the increase in capital, about 110 million 
kronor is accounted for by new issues, while the 
remaining 210 million kronor consists of profits 
placed to reserve, appropriations for investment 
funds etc. 

During the last few years the increase in capital 
has not kept pace with the rise in fixed assets. 
The result has been that the excess of the book 
value of current assets over the total figure for 
external indebtedness has gradually declined from 
670 million kronor at the close of 1949 to 526 
million kronor at the end of 1950 and 290 million 
kronor at the end of 1951. The share of capital in 
the aggregate balance-sheet totals has at the same 
time fallen from 58,7 per cent. at the end of 1949 
to 55,9 per cent. at the end of 1950 and 50,2 per 
cent. at the end of 1951. 

As is well known, the trend of business during 
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1951 was not uniform over the whole field of 
Swedish industry. The forest industries had a 
record year while the textile industry experienced 
a recession and in some cases engineering con- 
cerns, because of foreign competition, found dif- 
ficulty in recouping themselves for the higher 
manufacturing costs. Taking things as a whole, 
however, it looks as if 1951 has yielded the bigg- 
est surplus that has ever occurred. It is true that 
it is impossible to estimate the actual trading re- 
sults on the basis of the official profit and loss fi- 
gures, but the available data regarding stock valua- 
tions, depreciations and appropriations to reserves 
support the assumption that 1951 was a record 
year. While the increase in net profits between 
1950 and 1951 was 81 million kronor, or 23 per 
cent., taxes rose by no less than 200 million kro- 
nor, or 67 per cent. Admittedly part of this in- 
crease is attributable to the new investment and 
excess profits taxes, but part is also due to ordi- 
nary income tax on the increase in net profits and 
on depreciation of fixed assets above the amounts 
allowed to be deducted in the tax returns. In 
addition to the usual costs for pensions and pen- 
sion contributions the companies have made ap- 
propriations to pension funds af about 150 million 
kronor in each of the last two years. There have 
also been certain non-recurrent payments to in- 
surance companies with a view to improving the 
pension rights of employees. The consolidation 
of the cost-of-living supplement in the salaries and 
wages on which the pensions are based, as well 
as other wage-increases, has meant a considerable 
rise in the capital value of the companies’ pension 
commitments. 

After taking account of the normal yield on 
newly-invested share-capital the increase in divi- 
dends on shares amounts to about 30 million kro- 
nor, or 14 per cent. As part of the dividend in- 
crease has been given in the form of bonuses on 
the grounds of the exceptionally good trading 
results in 1951 it remains to be seen whether the 
whole of the improvement will be maintained. 
The indications are that the good results achieved 
by most companies will not be repeated during: 
1952. 
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THE ECONOMIC SITUATION DURING THE 
SECOND QUARTER OF 1952 


The General Situation. The international fall 
in prices of raw materials has now lasted for more 
than a year and has in many countries been suceed- 
ed by a stabilisation and a slackening of wholesale 
prices for manufactured goods. During the war 
in Korea, the civilian demand for raw materials 
was never brushed aside to the extent that had 
been expected. Consequently when full-scale hos- 
tilities ceased, there was not the same accumulated 
demand for commodities as at the end of the last 
War. Coincidentally, stockpiling purchases of raw 
materials were pared down, and reductions of 
defence orders were effected or recommended. 
Anticipation of price cuts evoked restraint in 
buying down to the consumers. Enterprisers began 
to follow a hand-to-mouth policy in their supply 
purchases; that this policy of caution is still in 
force is evidenced by the fact that the price trend 
is now in many cases weaker in business for 
forward than for spot deliveries. In several 
countries, the deterioration of marketing pro- 
spects has caused the abolition or reduction of 
export duties and export levies for raw materials. 
A further sign that something more like a free 
economy is beginning to break through the walls 
of regulations is the tying, in some notable cases, 
of price ceilings in consumer countries to the free 
world-market quotations. 

The price problem is, however, not exclusively 
dependent on fluctuations in raw material prices ; 
it should also be seen against the background of 
greatly stiffening international competition result- 
ing from the liberalisation of foreign trade and 
the industrial rehabilitation of Germany and Ja- 
pan. Thanks to the fall in prices of raw materials, 
the industrial nations of Europe have had their 
position improved in relation to the suppliers of 
raw products. They suffer, though, from the elev- 
ated level of costs. The Swedish Institute of 
Economic Researchs has pointed out that the 


decrease of the price and labour-cost levels which 
was attained through the devaluation of exchange 
rates in the autumn of 1949 has now been obliter- 
ated. In Sweden, the effects of the steep wage 
increases of the last few years have been partially 
overshadowed by the economic boom (particularly 
in regard to exports) which has now passed its 
peak. It is, however, becoming more and more 
evident that curtailing the excessive manufactur- 
ing costs and, possibly, remoulding the structure 
of industry will be matters of high urgency, since 
no one is likely to suggest further import restric- 
tions or a new devaluation. 


Full employment has slackened only moderately, 
and there is still a labour shortage in some major 
branches of industry. At this time of the year, 
seasonal influences also contribute towards a gen- 
eral increase of employment. Thanks to the “no- 
tice” system established by the employment author- 
ities and the top organisations of industry, it has 
as a rule been possible, in cases of complete or 
partial shutdowns, to redirect labour to expanding 
industries. A favourable effect of the changed 
situation on the labour market is that the excessive 
mobility and absenteeism of workers have notably 
decreased. 

The consumer-goods industries are particularly 
affected by marketing difficulties; their produc- 
tion during the first four months of this year 
dropped by 6 per cent, as compared with the cor- 
responding months last year, whilst the industries 
manufacturing capital goods report a 5 per cent 
increase, and the production level of industry as 
a whole has remained largely without change. The 
decrease in production of the foodstuffs industry 
was 2 per cent, of the textile industry 14 per 
cent, and of the partly oversized leather and shoe 
industry 29 per cent. According to reports, how- 
ever, the demand for shoes and textiles is showing 
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signs of recovery. Since inventories in the textile 
trade were assessed at the beginning of this year 
at 16 000 to 17 000 tons above the normal amount 
for a domestic production of 60000 tons and a 
consumption of 75 000 tons annually, a large part 
of the textile production is becoming stabilised at 
a level below the normal. 

In the wood-processing industries, too, the pro- 
duction trend is uncertain. In the past quarter the 
market for wood products has been very sluggish ; 
export sales of sawn and planed timber at the end 
of May, are assessed at some 270 000 standards, 
or 45 per cent of the estimated total output for 
the year. As early as in April last year, 675 000 
standards, or more than 80 per cent of the total 
output, had found buyers. Owing to the continued 
stand-still, a further curtailment of production 
is said to be under consideration. Towards the 
end of May, however, the price-equalisation duties 
imposed on the export of wood products were 
abolished. During the first four months of the 
year, the sawmill output fell 4 per cent below that 
of the corresponding period last year. 

At the end of June temporary curtailments in 
wood-pulp production have been decided upon. 
The manufacturers’ inventories are by no means 
abnormal. Abroad, the Swedish export duties, 
which, in view of the sluggish price situation, 
will probably be removed some time in the third 
quarter, have been looked upon as a_ profit 
margin that could be eliminated. The lowered 
British price ceiling is one expression of this atti- 
tude. The trend of dropping prices is so far 
causing buyers to live off their stocks as long as 
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they last. However, the stock situation can be 
expected to necessitate increased purchases later 
in the year. 

For the iron-mining and metal industries, in- 
cluding the engineering industry, prospects are 
far more favourable. There is a very pronounced 
demand for iron ore, and the large exporters of 
engineering products have maintained their posi- 
tion well. In the home market, there is still, as 
during the entire post-war period, a good demand 
for industrial as well as agricultural machinery. 
There have been indications of increasing diffi- 
culties in the export markets, but the industries 
in question can face a possibly diminishing de- 
mand with an order stock equivalent to 11/3 
year’s production. During the first quarter of the 
current year, the production of pig iron amounted 
to 261 coo tons, a figure 26 per cent above that 
for the corresponding period last year. For other 
iron production, the average exceeded last year’s 
by 13 per cent, and for steel the increase was 10 
per cent. As a result of considerable expansion, 
the State-owned Norrbottens Jarnverk will be 
able to increase its output of pig-iron to 200 000 
tons annually, and at the Domnarvets Jernverk 
expanded plant capacity will permit a production 
increase for rolled iron from 200 000 to 400 000 
tons a year in the near future. Thus, the large 
investments of latter years and other production- 
boosting measures in the iron industry are begin- 
ning to bear fruit. 

In the recently revised National Budget esti- 
mates it has been assumed that industrial produc- 
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tion will this year rise by 1 per cent, against a 4 per 
cent increase last year, whilst the production 
volume of agriculture and forestry will remain 
unchanged. Here due consideration has been paid 
to the time-consuming conversion of agricultural 
production from milk and dairy products to meat, 
pork and grain — a process which will result in 
higher yields as from next year. As regards 
forestry, next season will probably bring a re- 
duction of fellings. 

In comparison with the corresponding period 
last year, foreign trade during January to April 
showed a substantial increase of exports and a 
considerably smaller rise of imports. In conse- 
quence the import surplus was materially reduced. 
In view of the strong international price fluctua- 
tions and the time lag in their effect on the actual 
trade turnover, however, these statistics are of 
little help for a true appraisal of prospects. It is 
officially estimated that this year’s export volume 
will fall short of last year’s by 8 per cent. Thus, 
import restrictions abroad are expected to cut 
down our export of wood products from 845 000 
standards to 630 000 standards. Exports of wood 
pulp are expected to remain stable, whilst exports 
of paper and cardboard are considered likely to 
diminish by 15 to 20 per cent. Pulp exports, how- 
ever, will suffer a considerable price fall (the 
decline in the second quarter being 15—-20 per 
cent), and during the first quarter, paper prices 
were g per cent below those of the last three 
months of 1951. There has also been a decline in 
the prices of wood products. In the National Bud- 
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by 4 per cent as compared with that of last year, 
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in connection with a shrinking of the stocks of 
imported goods. Partly in view of Sweden’s claim 
surplus on the European Payments Union, the 
free-listing of imports from EPU member na- 
tions has from July 1st been extended from 75 
per cent to 85 per cent. Originally it had been 
proposed to free the importation of practically all 
commodities except automobiles, ships and price- 
regulated agricultural products. During the first 
quarter of this year, there was a material in- 
crease in imports from the United States. Since 
our income from exports to the U. S. A. had 
hardly changed at all, it could pay for only 35 per 
cent of the imports from that country, against 61 
per cent during the corresponding period last 
year. To all appearances, this will necessitate a 
reduction of imports from the dollar area. 


Surpl f 
Imports Exports ore 
(Million kronor) 

ane pte Ome 720 564 165 
> Deel O4 Omen lt 4-20 I 193 233 
> 21950). 3) 1737 1 583 154 
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The continued reduction in the volume of world 
trade has seriously hit shipping. l'rom the peak of 
December, 1951, to May this year the freight rates 
in the tramp trade have fallen by one-third and 
for tankers by 55 %. For the smaller vessels 
engaged in local transports it is reported a di- 
minished demand for cargo space and increased 
foreign competition. 
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In recent times, there has been a significant 
tightening of the supply of money in the open 
market. The regular Riksbank trade in foreign 
currencies has not provided the market with large 
liquid funds, nor does there appear to have been 
any major supporting purchases of bonds. In- 
stead, close on 600 million kronor was with- 
drawn from the market during the first five 
months of the year, this being due not so much 
to Riksbank sales of currencies, bonds and Treas- 
ury bills as to the collection of large amounts of 
taxes. In these developments, the agreement be- 
tween the Riksbank and the commercial banks on 
restricting credit has been of secondary import- 
ance. 


Gold and Foreign Exchange Reserves & Bond 
Holdings of the Riksbank 


Million kronor 


Assets 

Gold Bonds & 

& for. Treasury Total 

exch. bills 
ID Stes, Suey SE co ole ot te G 2502 2 821 5 323 
Marche3i,alO52.5 .eetesee se 2 436 2 439 4 875 
EMail BO 3) 6 5 oe Ge 2355 2 690 5045 
Moaiyaiees Teen? Wn dik, Yoh ares 2431 2729 5 160 
alUUMIS: “Sfore Ry coe BR oo 2 459 2 688 5 147 


As has been mentioned, the gold and foreign 
exchange holdings of the Riksbank have shown 
only insignificant fluctuations. From mid-March 
to mid-June, the gold and foreign exchange 
holdings decreased by no more than 42 million 
kronor to 2402 million kronor. These holdings 
represent the value of 3 to 3'/2 months’ imports; 
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the strengthening of our dollar holdings has been 
rendered impossible by our negative trade balance 


with the United States. 


Foreign Payments Position of the Riksbank and the 
Commercial Banks 
Million kronor 


5 5 = 2 
ge ar aE 
Golde a ee .. 466 588 666 690 687 
Dollarsi> = ees cae 493 443 377 217 110 
Gold and dollars under 
the EPU Agreement . — — — 166 497 
EPU foreign exch... . 310 148 94 1021 1020 
Other foreign exch. - —II5 —130 5 284 99 
Total 1154 1049 1142 2378 2413 
Net claims on internat. in- 
stiintions*) t's.s <6 —_— — — 98 08 
Total 1154 1049 1142 2476 2511 


*) International Monetary Fund and International Bank 
for Reconstruction & Development. 


In the accounts with EPU, Sweden had a sur- 
plus for March and May of 11 million and 36 
million kronor, respectively, but a deficit for April 
of 42 million kronor. After accounts having been 
settled for May, our total claims on EPU amount- 
ed to 768 miilion kronor. In addition, for the 
period March to May, we have received from 
EPU gold and dollars to an aggregate of 2 million 
kronor. 

The tightened situation on the domestic money 
market has made itself felt as a substantial burden 
on the liquidity of the commercial banks. From 
late February to the end of May, deposits dropped 
by 939 million kronor, whilst advances rose by 65 
million kronor. Thus, the surplus of deposits of 
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close on 700 million kronor existing at the end 
of February has turned into a surplus of advances 
of more than 300 million kronor. During the pe- 
riod in question, the liquid assets diminished by 
more than 1 000 million kronor ; to provide means 
for their customers’ tax payments the banks were 
obliged to procure temporary replenishment of 
cash by borrowing from the Postal Cheque Office. 
It appears that, when the tight monetary situation 
connected with the tax payments is again relieved, 
the credit restrictions which has been agreed upon 
by the Riksbank and the commercial banks 
(among other institutions) and which later has 
been prolonged until the end of the year, will 
bring about increased liquidity in the money mar- 
ket. With few exceptions, the banks have not 
for a long time been obliged to increase their 
advancing capacity by rediscounting with the Riks- 
bank; in order to curb uncontrolled use of this 
expedient, however, the Riksbank has declared its 
intention of demanding for such rediscounting a 
rate of interest to be determined from case to 
case, independently of the official rate of discount. 
The otherwise prevalent freezing of low rates for 
monetary transactions has placed the capital 
market in an awkward position, in so much as 
loans at the rates of interest available for new 
issues have at times been difficult to place on 
the bond market. In this connection, it is interest- 
ing to note that the decline on the stock market 
has brought yields of 5 per cent or more on shares 
in large and reputable companies. 


Position of the Commercial Banks 


1950 195! 1952 
Assets (in mill. kr.) May May Dec. Mar. Apr. May 
CEC a aa 488 641 936 389 392 352 
Treasury bills ... 502 436 1279 1143 903 . 740 
Swedish bonds. . . 905 700 569 802 797 867 
Advances in Sweden 8 332 97II 999010152 10156 Io O61 
Assets abroad ... 264 322 381 389 356 329 


Sundry accounts . . 529 645 889 574 _ 630 691 
Total 11 020 12 455 14 044 13 448 13 234.13 040 

Liabilities (in mill. kr.) 

Deposits in Sweden 8527 9 251 102821027610004 9 730 

Liabilities abroad. . 575 943 972 774 «747 ~« 738 


Share capital and 
reserve funds. . . IOIO 1047 IIII I114 I1I5 1127 


Sundry accounts go8 1214 1679 1284 1368 1445 
Total 11 020 12 455 14 044 13 448 13 234 13 040 
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The Stock Market. The recovery that took 
place at the end of March after the slump in the 
middle of that month, was soon followed by new 
price falls. The trend during the April-to-June 
period has been uncertain. The stream of favour- 
able company reports, accompanied by increased 
dividends, bonus dividends and bonus issues has 
not alleviated the concern caused by credit re- 
strictions and tax pressure. Repeatedly, minor 
recoveries have been obliterated. by disconcerting 
political and economic announcements. The Stock 
Iekxchange has been particularly strongly affected 
by the recession in the textile industry, by the 
hardening competition from abroad for certain 
branches of the engineering industry, and by the 
effect on the paper and pulp industries of im- 
port restrictions and price ceilings abroad. A 
record low for this year was reached in the first 
week of May as a result partly of want of liquid 
capital and partly of expectations of forced offers 
during the tax collections in the following week. 
However, the Stock Exchange remained unaffect- 
ed by the tax collections. The lingering uneasiness 
appeared to be somewhat relieved, and there was 
general evidence of a livelier buying interest; 
towards the end of the quarter, the stringent 
undertone became further accentuated. Through- 
out the period, the turnover was very modest, and, 
from time to time, stagnation was complete. Such 
established shares as Grangesberg, Kopparberg, 
and Kullager were the primary objects of interest. 

From March 15 to June 15, the price level 
dropped by 6,4 per cent for home-market indus- 
tries, by 4,1 per cent for other industries, and by 
1,2 per cent for banks. As shown in the accom- 
panying table, yields on shares as a per centage 
of market prices have as a rule (provided that 
dividends remain the same) risen to 5 per cent 
or above. 
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The following bonus issues were made by major 
companies during the period under review: 


Bonus Issues 


Svenska Cellulosa AB 1 share for 2 old ones 25 mill. kr. 
Mo & Domsj6 AB . I » » I » one 22 > » 
Rederi AB Trans- 
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Svenska Gummifabriks 

Pho ate er ee ew i Y 2 hf Doane ¢ 2 OS 


Forsakrings AB Svea-Nornan has offered to 
redeem all shares in Aktiebolaget Argo at a price 
of 180 kronor per share, Svea-Nornan shares 
being given in payment at the rate of 165 kronor 
per share. 


The Bond Market. During the past quarter, 
the bond market has offered little of interest. The 
turnover was weak and prices slightly receding. 
In the middle of June, long-term gilt-edged 3-per- 
cent loans were quoted at 91 per cent, which cor- 
responds to a yield of approximately 31/3 per cent. 
The price level of 3'/s-per-cent loans was ap- 
proximately 97 per cent, which corresponds to a 
yield of 3,6 per cent. As regards new issues, the 
market is still controlled by the Riksbank; in line 
with its interest-rate policy, the Riksbank has at 
times imposed maximum interest rates for the 
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projected loans, which have proved to offer little 
attraction to the market. Although there had been 
quite a number of applicants, the only loans that 
could be placed on the market were two power- 
plant issues, one of which was of the conventional 
type at 33/4 per cent, and the other an issue of 
41/o-per-cent registered certificates. On the other 
hand, industries are reported to have placed 10- 
year 4-per-cent loans with insurance companies. 


New Issues during Second Quarter of 1952 


Rate of Amount Price of 
Interest of Issue Issue 
% mill. kr. % 
Hyalta AB Oe 20. seen on ees ae 25 100 
Sydsvenska Kraft AB (Registered 
certificates) . ah \zp eg oes 10 100 


Almedahl-Dalsj6fors AB have given notice of 
redemption, effective July 15, 1952, without 
option to convert, for their 31/s-per-cent loan of 
1938. 

There has been a tightening of interest yields of 
short-term loans, involving a return to approxi- 
mately the same situation as at the end of 1950. 


Interest Yield on Short-Term Loans 
Dec. Mar. June Dec. Mar. June 
15, 13) 1S) > PG aye ae 
1950 I95I IQ5I 1951 1952 1952 


Shortdated bonds: Per cent. 
I year. ..... 3.10 250 2.80 2.50 2.50 3.10 
2"/a years. . . . . 3.25 280 2.90 250 275 3.25 
Longer periods 3-35. 3-10 3.25 2.90 3.00 3126 


Treasury bills: 

Up to 3 months. . 2.0 2.0 1.9 2.0 2.0 2.0 
Day-to-day loans: 

i day's notice... + as 2.5 2.5 2.5 2.5 ss 


2 


- 
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Some Statistical Data Concerning Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


Assets Liabilities 
: | i : if 
” Gold and Foreign Exchange Reserves | Hendetind | Domeke Note Foreign _ i Deposits at Sight 
: | : ; 2 : : 
Gold? Peres Total Treasury Bills Bills Circulation Debt vate ire Other Total 
: I 332 834 2 166 106 3 1 061 84 418 428 3 849 
| 379 510 889 2 747 ; 2 895 165 631 197 72 8 
| 48 41] 701 3 317 5 37113 96 679 358 101 Ten, 
362 954 1 316 3 184 26 3 288 126 407 361 79 907 
465 920 I 385 3443 21 3513 232 511 312 44 867 
785 1594 2 379 2 821 21 4 090 _- 528 522 I 110 
TOSI | £952 | 1951 | 1952) 1Q5T | 1952)| 1957 | IQS? | TOSI | 1952) 1957 | 1952 1951 | 1952 TQ5T | 1952\ 1951) 1952\ 1951\ 1952) 1Q51| 1952 
484| 927} 871|1553| 1355/2480) 3425|2661| 21 | 20] 3 336) 3889] 282 | —/| 568 | 785] 336|424| 51] 26 956 1235 
r | §60| 1092| 779)\1 365) 1339/2457) 3618) 2559) 21 | 20 | 3363/3895) 368 —| 465 | 769] 478) 319 | 43) 29| 987\1 117 
ch} 588] 1 109) 923 |1 304] 1511|2413| 3556|2439| 21 | 20 || 3355|3919| 463 | —| 731 | 866] 263/ 55 | 26| 29|1020] 950 


| 640] 1108] 741 |1227| 1 381} 2335| 3596|2690} 22] 19 || 3458|4021| 431 | — 456 866} 352) 741 53] 35] 8611 975 
8} 1086] 7 { 1321) 1 429 | 2 407 3778|2729| 22) 20 || 3 407| 3962] 519 
2 667] 1 101| 886)1 322) 1 §53| 2423| 3718|2688| 23 | 18 || 3530] 4097| 410 


bal 


666 80 1 647 3 526 39 3 482 298 636 437 go 1 164 

665 22 1 487 3 454. 43 3577 204 59 551 72 1 082 

| 664 955 1619 3 352 42 3637 328 22 288 55 1 165 

2 1 281 1973 3,054 | 25 | 3755 529 | 625 8 I 202 

2 I 422 22 3,129 26 | 3 823 — 859 509 I 1 428 

785 1594 2379 2 821 21 4.090 528 522 60 1 110 
flarket value. — * Gross claims on foreign countries. 


Il. Commercial Banks. (Amounts in million kr.) 


d 2 : Distribution of Loans by Forms 
; a re = Surplus of Net Claims of securities (in %) | 
sf pont siohtr Domestic | Thereof | Total Ba ha avenees C nae ee Personal Bonds, mer- | 
Bills Redisc. | Advances Ounitlies | Mortgages Guarantee Shares chandise, &c| 
| po re es Be Bl elle eo) ne i ee 
| % % % % 
60 I 116 geet 4264). laa 213 — 40 8.4 13.8 15.3 12.6 
99 533 1745 tei 2057 7 290 647 —293 bo 19.2 7:3 13.5 
2 717 17 oO 7 30 7 49° 4° Sah 3° 19.2 7-7 14.1 
: 6 1271 1 820 - 7925 8 258 —283 —28) 58.5 20,2 SS 14.3 
: 681 I 107 2 126 _ 9 065 8779 286 —453 58.8 20.9 6 cia | 
936 1 849 2 641 ~- 9 990 10 282 —215 —59! 57.8 20.9 6.4 14.90 
meee of OS Sy (OE ae | < E 
1951\1952| 1951 | 1952 | 1951 | 1952 |\195(\1952| 19ST | 19S? | LOST | 1952 | 19ST) 1952) 1957 | 1952 | IQST\IQS2) TOSI) 19521951) 19S2| IQST) 1952 
7 -212|—503|— : 19 21, .8| 6°5| 6.3 | 13.8] 15.0 
060] 1 982| 2157/26 —| —]|9214|10067| 8 890|/10279| 324] -212|—503)—597) 58.5 | $7.9 21.2 | 20.8) Ors | 6.3 | 13 
Hes rsi0 2505 i aoe —|— a 9 996) 9 268 10669 —30} -673|—$47/—534| 58.7 | 58.1. 21.1 | 20.6 Pa os 13.8 | 15.0 
h 552 | 389 | 1 181| 1.945] 2 334; 2 767; —| —|9 55g/10152) 9070 10276| 489] -124|—659|/—385] 58.4.| 58.1| 21.0 | 20 7] 6.3 | 6.5/ 14.3 | 14.7 
| 8 —| —1|9652/10156| 9 226|10004| 426] 152/—748|—390] 58.2 | 58.0} 21.2 | 21.3} 6.3 | 6.3 | 14.3 | 14.4 
: ae a4 ae fi ane 2 83 —| — Saati 1/9 251| 9 730| 460] 331/—621|—410} 58.0 | $8.5| 21.4 | 20.8 e 6.3 14.5 14.4 
806 1 238 2527 — 9725 9 535 190 —578 58.7 20.8 - 4od 
= I 631 82 —556 59.0 19.9 nt 15.0 
4 ee 78 oe — a6 : Oe -468 —498} $9.3 20.0 | 6.1 14.6 
5 1706 2 580 _ 9 852 9 930 —48 —516 58.5 20.1 6.1 15.3 
— 978 10453) -475 —606) 58.2 20.5 | 6.1 | 15.2 
a4 pas oo —_ ide 10430 -367 —642| 57.7 20.7 | eg 15.4 
93 1849 2 641 oa 9 999 10282 -215 =o! | 57:8 20.9 | 4 abe 


ncluding Treasury Bills. — * Within the country. 
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Ill. Other Credit Institutions. Stock Exchange. | 

itso | Turnover at the Stock-| ae : | 

Deposits | ie ib ae of | Yield Bonds? | <e3) Share index4 

Savings Banks at the | ne | pei | Yields on bones” jholm Stock Exchange? i} 

Year Post Office Pee al Cheque = wi l | ’ rT 
ie Savings | Riksbank | Service Govt. |Industrial) ponds | Shares | Home Oth 

Month Deposits * | Advances 3 Bonds * Bank? | Loans Loans edt ie | Industries Indus , 

| Million kr. | Million kr. | Million kr.| Million ia. | Million kr. Million kr. % % 1000 kr. | | 4 

1938 3 685 3 069 829 618 31 380 24 986 2.32 2.92 243 | 93 ree x6 

ee ae C0 ee cater o7 | 305, | oe | 128 | 462] | ons 

1948 | 6751 5 983 953 1923 : 533) 29 ea eee _ 

060 6 481 i 2 083 88 548 157 393 3.04 see | Ab 

1950 437 6.994 879 2 143 109 313 167 415 3-16 3-10 | Fy 73 12 a 

1951 7 802 7 341 820 2 325 149 126 203 CO9 3.27 3.40 4 787 go 36 

TQS5T IQ52 TQS5T | 1952 IQSI IQ52 IQ5L IQ52 IQSI IQS? IQ5L 1952 \I95T IQ52 IQ51 1952 IQ5I 1952 IQ51 1952 1951\1952 1954\8 

ileal * 1h 
: . . 2184/2 363/11932|16701| 16 941/15 049) 3.33| 3-23, 3-53) 3-32) 553 169 1101| 768 194) 194) 329 
ne : : : . : - |2 eileoe 378 13238] 14 2és\17 313| 3.31| 3-24 3.37) 3.37 226 181 1274, 644 193| 188 349) 
March | 7 720| 8 283)7 092| 7 507) 855 862| 2 168|2 416]11373/15829 17 444/21 724| 3.24 3-28) 3-33, 3-55 817, 270) 890) 961) 190) 169) 356) 
5 75 3 3.57|2755 7| 723) 5 87| 166) 342 
i : : 2 173|2 438|11173|12419| 13 065|15 475| 3.25, 3-33) 3-36 3.57, 2755) 347) 723) 521) $87 2 
1 21702 435 12785|16467| 21 357/27 735| 3-29 3-33| 3-52) 3-57| 1674 282) 859) 583 . 163) 350) 
June |7719 7 158 820 2 187 11971}13506} 14 271 3-29) 3-33) 3-55, 3-69) 552, 594, 1 5) 158) 34 9) 
July : 2 215 12534 18 473 | 3-28) | 3-54] 154, | 585) 184, 347, 
Aug. : : : 2239 11510 | 15 529 | 3-27 3.39 I | 799) 190) 374] 
Sept. | 7 806 P2361 813 2250 12287, | 17 724 | 3.23 3.34 223 652 194) 301 
Oct. 2272 13557, | 15.252 | 3.23) | 3-31 201 782! | 193| | 394) 
Nee : . : 2 233 14956 | 22 026 | 3-23 3.27 184 525] 192) 384 
Dec. | 7 802 7 34] 820 2 325 15259 | 16 742 3.23 31 239 061) | 192) 378 
: | . | 


1 At the end of each year or month. — 


figures. — 3 Averages per Stock Exchange business day. 


2 Calculated on market prices at middle of months. The yearly figures represent averages of the mont! 


IV. Other Statistical Data. 


"At the end of each year or month. — 
to the Federation of Swedish Industries. 


on State Railways. 


. | | Whole Sale Price Index _| | i 
is National Debt ore en Trade ‘ Pe ‘Unemploy- 7 (1935=100) 3 Coat of | Waggon 
eat duction |, ment 1 | Living | Kilomet 
ae Export (+) us the Trade ey ac 
Month Total ree, Imports | Exports | or Import Index * Unions? | Import Export All Index* |. of Load 
oes (—) Surplus} 1935 = 10° | Goods Goods Goods 1935=100 Trucks? 
Million kr. | Million kr. | Million kr.|Million kr.| Million kr % | 3 
1938 2 566 2 443 2 082 1 843 — 239 123 10.9 111 120 Ill 106 
1947 - 11 287 8931 5 220 3.240 — 1980 172 2.8 a 254 199 156 
1948 11 598 8 944 4945 3979 — 966 183 2.8 27 ake 21 103 3 g 
1949 12.055 8714 333 4250 — 83 190 2.7 278 253 21 I >. 
1950 12 464 8 949 102 5 707 — 395 197 2.2 332 314 gage Tc 16E 20. 
1951 12 823 9 037 g 188 g 207 ae Ue 205 1.6 432 562 299 | 192 | ie) 
IQ5I | 1952 | 1951 | 1952 | 1951|\1952| 1951\1952| IO5T | 1952 19511952 TOS5T\ 1952. 19511952 IQS5I\IQ52 rostlrgsa\rostigsa 195I a 
é a; | | | f 
Jan. |.12'259| 12 679] 8 974| 9.242] 692 | 877 | 516 | goo |—176|+ 23) 200| 204] 2.7 | 2.8) 405 | 437| 461 | 6 266/320; + | + | 117. | 
Febr. | 12 734| 13 198] 8 973].9 443| 662) 799) 455|718|—207|— 81] 207| 206| 2.4 | 2.6 423 | 427 $33 | ob 275 es ~ el) ia 1274) 
March | 12 329|'12 468| 8 972] 9 562| 681] 793 | 549 | 662 |—132|—131| 214 | 211| 2.9 | 2.5) 437 | 419| 550| Sot | 287 | 322| 188] 207 | 129.4) 1 
April | 12 422] 12 $20] 8 972] 9 $64] 788| 741 | 635 | 659|—153|— 82] 216| 217| 1.7 | 450| 41 6 2 ZN! 7% ies | 
May | 12 409] 13 322| 8 989] 9 566| 846] 818 788 655 |— §8/—163| 215 | Tet | Grolacs ae NA mi ea . es 4 
June | 12 421| 12 329) 9 000 9 653) 886 1049 + 163 213 Ii | 448 | 566 | 305 195 132.9) 
July | 12199 | 8 731 768 746 — 22 | 146 I | | | 30> | : 
4 430. 592 | fe) : | 119.8 
ane Mee oe 8 733 338 759 rag hs: 197 1.2 427 | os 304 ; 129.3 
ept. | 12567 8 730 756 gig +163 210 09g 422 | mW A 304 200 133.2], 
Oct. | 12-628 8 689 814 945 +131 213 fe) 29 | 06 | 
Aer tens 8 686 776 923 +147 216 a ie att a7 . om } 
ec, | 12823 9 037 680 g2i +241 | 212 3.8 429 592 318 204 122.6| 


i The yearly figures up to and including 1948 according to the Board of Trade, the other acco : 
— ° The yearly figures represent averages of the monthly figures. — 4 Million kilometres per mo 
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Statement of Condition May, 315t, 1952 


Ags Es 

Rasen hand and with the Riksbank ... ... 2... 6s ee 94.262.510 
TR Seg 2 A a ga en ee 384.997-005 
See IMR MNCS Shs Mens) wn eg a Wee 6 soa es 2.516.028.677 
SPE DanRS Jtei Savings Danks . . 4. . 6. 4e 3 se Se es 34.240.364 
EO ES eet 2G ea ee a en 42.640.263 
eras ws elie Pg nsiie 6s wee we eee 29.665.053 
EE ir ee gle se ws ners ow we Me 8 50.200.254 
memaemper uemiture and Tittings 2% 6. 6 ee 8 28.815.317 

Kr. 3.186.849.4359 

LIABILITIES 

Bills at sight in circulation (»postremiss» bills)... ...... 19.273.881 
eR GES Gps) eo acep sa ee Ps eee Rte ke we 2.516.083.261 
Sweamn patmsand Sayings Banks . 5. . 2 0). 2 0 6 8 es 61.966.482 
Rng og gg so el alk 5 eg 8K wl 8 179.540.703 
DUE MERAMGTES yb. s trs e406 6 4 Re ee ee ke 164.985.112 
2 Se ee ee eer ei » 114.850.000 
COE oot SE en » 130.150.000 2.45.000.000 


Kr. 3.186.849.439 


Boden @ 


Lulea 4 
Branch Network of Pius 


SKANDINAVISKA BANKEN 
Bolidene 


@) Goteborg, Stockholm, Malmé (Principal Offices) Skellefte’ 
es) Place with 10000 —90 000 inhabitants 
e "  ” Tess than 10000 
In allazo branches at 163 different places. 
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